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Douglas W. Schoenberger
Government Affairs Director
International

Ms. MarleneH. Dortch
Secretary
FederalCommunicationsCommission
~ l2~~Street,SW, RoomTWB-204
Washington,DC 20554

Suite 1000
1120

20
th Street, NW

Washington DC 20036
202-457-2118
FAX 832-213-0269

February17, 2004

RB: InternationalSettlementsPolicy Reform(TB DocketNo. 02-324)

InternationalSettlementRates(lB DocketNo. 96-261)

DearMs. Dortch,

OnFriday, February13, 2004, JimTalbotandI from AT&T metvia teleconferencewith Sheryl
WilkersonofChairmanPowell’s office to discusstheabove-referencedproceeding.

During thismeeting,wereviewedAT&T positionsin thesedockets,highlightingtheissues
documentedin theattachment.A copyof thisattachmentwasgivento Ms. Wilkerson.

Oneelectroniccopyofthis Noticeis beingsubmittedto theSecretaryoftheFCCin accordance
with Section1.1206of theCommission’srules.

copyto:
S. Wilkerson

Sincerely,

Att.



International SettlementsPolicy Reform

ISP Reform Should EncourageGreater Useof Commercial
Arrangements with Targeted Safeguards,to. Prevent Price
Increasesand Whipsaws

• U.S. carriersuccessesin’negotiatin~below-benchmarkratesOnISRroutes
showthat commercialarrangementsnotsubjectto ISP rateandproportionate
returnrequirementswill leadto morecost-basedrates

• Lackofcompetitionin mostforeignmarketsrequirescontinuedCommission
safeguardsagainstrate,increasesand.otherforeignmarketpowerabuses

2. The CommissionShould EncourageMore Rapid Useof
Commercial Arrangements at Benchmark Rates

• Simplify thetransitionto commercialarrangementsbyremovingspecificISPrequirementsatbenchmarks

• Noneedfor anintermediateISR step . .

• ‘Removeburdensome50 percentdemonstration
• Remove43.51 and64.1001filing requirementsfor commercialarrangements
• Allow benchmarkshowingsby agreementoraffidavit

Alternative Thresholdsfor Removal’of ISP Would Impede
Competition. . . . :. ~.

• ISRthresholdwouldpreventcommercialarrangementsonnon-WTOroutes
andcontinuetheburdensomeISRauthorizationprocess

I RemovalofISP on all routeswould encourageabuseofmarketpowerby
foreignmonopolists

4. ‘ISP Reform Requires Continued CommissionSafeguardsAgainst
RateIncreasesand Whipsaws.

Foreignmonopolistscontrolthreeout offourU.S. internationalroutes
• Over170 countrieswithoutfull. WTO market-openingcommitments
• AlternativeterminationnotubiquitousandcannothandlelargeU.S.traffic

volumes .

• Potentialharmto U.S. consumersfrom lackofcompetitionin foreignmarkets,
concertedactionby foreigncarriersandforeigngovernment-mandatedrate
floors

p3.



2

5 NecessaryS~feguardson All Routes

• Continueexistingprohibitionon non-cost-basedrateincreases
• Continueexistmgprohibitionon whipsaws
• Enforcementthroughaearner-initiatedcomplaintprocess
• Expeditedcomplaintprocedures

Continueexisting “no specialconcessions”rule
• Continue43 61 traffic andrevenuereporting

6. 1997 BenchmarksShould be Revised

• Broadsupportfor continuationofbenchmarkspolicy, includingby former
opponentsofbenchmarks

• 1997benchmarksno longeradequatelyservetheCommissionobjectiveof
cost-basedrates

—Basedon 1996data
—U S earnerratesto manycountriesnowbelow4 cents
—Average2001 U S settlementrate(14 cents)is belowthelowest 1997
benchmarkrate
—1997benchmarkratesnowusedtojustify requestsfor rateincreases
(e g , thePhilippines)
— 1997BenchmarksOrder~¶ 112 “[Pleriodic revisionsarenecessaryto
avoidtheproblemin thefutureofourbenchmarksnot keepingpacewith
costreductions,andto encouragefurthermovementtowardcost-based
rates.” . . . . . . .

• TheCommissionshouldissueaFNPRMonnewbenchmarks

7. RevisedTariff ComponentPricing Model .. . .

• Analysisofthenetworkcomponentsusedto terminateinternationalcalls.in••
thesame65 countriesusedfortheCommission’s1997BenchmarksOrder
TCP study .

• Largely‘basedon foreigncarriertariffs ‘ : ‘

• Uses2003data• . .

• Expandsnationalextensioncomponentto modelmorecloselythenetwork
componentsusedfor internationaltermination . .

.. Includesmodel for mobile‘termination
• Removesretail costsnotrelevantto internationalcall termination
• Usesinternationalswitchingrateconservativelybasedon domestictandem

switchinganalogs
• AverageTCPratefor terminationon fixed networksof 4.03 cents(approx.

3.75 centsfor upper-incomecountries,approx.4 centsfor middleincome&
approx.4.75 centsforlower and‘teledensitylessthanone’ countries)

• AverageTCP ratefor termination,onmobilenetworksof8.23 cents(approx.8
cents,for upper-incomecountries,approx.8.5 centsformiddle income&
approx.8.5 centsfor lowerand‘teledensitylessthanone’ countries)
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8. The CommissionShould Restrain Rising ForeignMobile
Termination Rates

Fast-growingproblemthreatensto reverseprogresstowardcost-basedrates
‘No marketconstraintsor sufficientforeign‘regulatoryactionto prevent

• increases , , .

—90 countriesnowhavemobile surcharges
—no costjustification forthesecharges ‘ ‘ :.

• First two “Key findings” ofOvumJan.2004reportonmobile termination
• ‘ rates: . ‘. ‘ .

— “Thereareno effectivemarketmechanismsto curbthepriceof the
mobile terminationservice.”
— “There is considerableevidencethatmobileterminationrates(MTRs)
•arewell abovecosts’in mostcountries.• We estimatethatprofitmargins‘of’
over.100%arecommonplacefor mostmobilenetworkoperators

• .(MNOs).” .•• . .

• ‘ ForeignmobilecarrierclaimsconcerningU.S. carriersurchargesareared
• herring . . . • ‘

—FOreignmobilecarriersaresubjectto no competitionat all in setting
terminationrates;U.S. carriersaresubjectto marketforcesandmust
recovertheircostsin thehighlycompetitiveU.s.market
—AT&T sets its consumermobile sOrchargesto recovertheincremental
chargesfor this traffic leviedby foreigninternationalcarriers

9. . RequestedCommissionAction

• Apply existingbenchmarksto all traffic terminating.onforeignmobile
networks,includingon routessubjectto commercialarrangements

—Mobile terminationratesexceed1997benchmarksin 39 countries
• Apply.existingprohibitionson non-cost-basedincreasesto all traffic

• terminatingon foreignmobilenetworks~includingon routessubjectto
commercialarrangements ‘ ‘

• I Proposenewbenchmarkratesfor traffic terminatingon foreignmobile
networksin theFNPRMrequestedabove
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